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SEVEN YEARS OF WELFARE REFORM IN MINNESOTA 

Executive Summary 



In the seven years since Minnesota’s version of federal welfare reform took effect statewide, 
more than 50 research studies have looked at one central question from many different angles: 

How well has Minnesota’s welfare-to-work system succeeded? 

By emphasizing employment and time limits on cash assistance, the Minnesota Family 
Investment Program (MFIP) has shown considerable success at moving many poor parents - 
primarily single mothers - into jobs and helping them raise their incomes modestly above the 
federal poverty guideline. Most families leave MFIP initially within 12 to 18 months. The 
state’s welfare caseload fell nearly 19 percent between 1997 and 2003. 

More than half of MFIP recipients are successful within one year, as measured by the state’s 
“Self-support Index,” and 70 percent are successful three years later. The “Self-support Index” 
counts welfare participants as successful if they are working 30 or more hours per week or are no 
longer receiving MFIP cash assistance. 

Three years into the state’s longitudinal study that tracks a large sample of welfare families for 
five years, 40 percent of recipients were working and off MFIP, while another 19 percent were 
working but earning little enough to still qualify for some cash assistance. 

Results Three Years into MFIP Longitudinal Study 

Not working, 




On average, this most successful 40 percent of families were living at 1.7 times the federal 
poverty guideline. And 12 percent had family income of at least twice the federal poverty level, 
an important milestone for financial stability. (In 2004, the federal poverty guideline for a family 
of three was $15,670; 170 percent equaled $26,639 for a three-person family. Eligibility for 
MFIP cash benefits phases out at 1 15 percent of the federal poverty guideline, or $18,020 for a 
three-person family.) 
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Average Income Relative to Federal Poverty Guideline -- 
Three Years into MFIP Longitudinal Study 

□ Above 200% of Poverty Line 

□ 101-200% of Poverty Line 
n 51-100% of Poverty Line 

□ 0-50% of Poverty Line 




On the other hand, most of the jobs offer low wages, few benefits, part-time hours and little 
opportunity for wage growth. Due to MFIP’s work emphasis, education and training 
opportunities that might help workers raise their skills and income are extremely limited. As a 
result, despite extensive work, many families who leave MFIP continue to rely on government 
programs for food support, health care, child care and other essentials. About one-third of 
families return to MFIP after a crisis or for more help in finding or keeping a job. 

Important questions remain to be answered. We know very little from Minnesota research about 
how parent-focused welfare-to-work efforts affect children, or about what policies might be 
effective to discourage teenage pregnancy and encourage or sustain marriage among low-income 
adults. 

Major challenges face Minnesota’s low-income families, policy-makers, and all Minnesotans as 
we aim to help welfare parents support their families through work 

Across several settings and using diverse methodologies, the research studies reviewed for this 
report generally found that: 

1. MFIP has been most successful in helping suburban or rural parents who have 
more education, few personal challenges, older children, better access to reliable 
transportation, and other strengths. 

Not surprisingly, the fewer barriers— adverse circumstances or conditions — an MFIP participant 
faces, the easier it is to find work and earn enough to leave welfare. The most successful group 
of families, those able to leave the program due to employment, had the fewest serious personal 
or family challenges, on average. These challenges include transportation problems, health 
conditions that prevent or interfere with work, depression, involvement with child protective 
services, or caring for a child with special needs. 
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Several studies corroborate that those leaving MFIP for work were more likely to have 
completed high school, more likely to be living with the other parent of the household, and less 
likely to have young children. A study conducted in Hennepin County found that residential 
stability was strongly related to employment. In other words, the fewer residences a participant 
lived in, the more months they were likely to have worked. This strong relationship between 
housing stability and employment success had also been found in the MFIP field trials. 

2. Although MFIP is helping many parents to find work, the jobs tend to offer low 
wages, few benefits, little opportunity for wage growth, and/or only part-time 
work. 

A recurrent finding in Minnesota studies is that the transition from “welfare poor” to “working 
poor” often makes little difference in a family’s financial stability. Working families, regardless 
of whether they still receive cash assistance from MFIP, often remain at or near poverty. Nearly 
one in five of the longitudinal study’s “working leavers” still lived at or below the poverty 
guideline. 

One reason is that Minnesota adults who leave welfare for work are concentrated in low-wage 
industries and have little wage growth, even with significant years of work experience. Studies 
also consistently show other, related problems for families that have succeeded on MFIP’s work 
and exit measures - especially gaps in health care coverage, unstable housing, unreliable 
transportation, and difficulty finding and paying for child care. 

For example, 30 percent of long-term MFIP recipients were uninsured when they left the state’s 
public assistance program. And transportation was found over and over again to be a major 
problem for current and former MFIP recipients alike. Low wages make it difficult to buy 
reliable cars, and lack of reliable transportation makes it hard to find and retain jobs - especially 
in rural areas. 



3. MFIP has been least successful in helping parents who have significant health 
impairments, learning disabilities or low IQ, or children with significant health 
impairments to find jobs and leave MFIP. 

As families with fewer barriers and brighter prospects leave welfare, the adults who continue to 
participate in MFIP tend to have a diverse and daunting array of barriers to finding or keeping a 
job. In the state’s longitudinal study, 19 percent of recipients were unemployed during the entire 
third year of the study— one indicator of a population with multiple, persistent barriers to self- 
sufficiency: serious mental and physical health problems, learning disability, or low IQ; and 
some have children with serious health problems. 

State analysts have stressed that the work emphasis of welfare reform makes it imperative to 
identify and treat serious work barriers as soon as possible. But many counties and communities 
that serve the hard-to-employ lack the resources - developmental disability, rehabilitation, 
mental health and child welfare systems - to address the complex barriers of participants who 
need more intensive and specialized help. 
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A range of studies show that MFIP recipients with multiple, serious work barriers are less likely 
to find jobs, more likely to lose cash assistance because of sanctions for program noncompliance, 
and more likely to exhaust their 60 months of eligibility for federal cash assistance than families 
with few barriers. Most of these families are living in deep poverty: State researchers found that 
participants who were on MFIP and not working after three years were living on average at 68 
percent of the federal poverty guideline. The studies make clear that this group, whose 
employment status hasn’t changed significantly despite MFIP’s incentives and penalties, has the 
greatest need and poses the greatest challenges for the state’s welfare-to-work system and 
policymakers. 

The roundtable report highlights successful strategies for addressing these challenges, including: 

• Temporary, subsidized jobs in closely supervised and supportive settings for people with 
serious employment barriers. Such transitional jobs have proven effective at helping 
participants find unsubsidized jobs in the private sector. 

• Help in short-term crises for people with relatively few employment barriers, including 
more intense casework and generous cash benefits to resolve the crisis. 

• Business loans to child-care providers and co-locating Head Start programs and child 
care centers to improve the supply and convenience of child-care slots for working 
parents. 

• Projects that help individuals buy and maintain cars. Access to a reliable car is a key 
predictor for successful exit from welfare. 



4. American Indian and African American welfare participants do not succeed as 
well in MFIP as immigrant or other racial groups. 

African American and American Indian participants fare worse than other racial/ethnic or 
immigrant groups on MFIP’s main performance measure, the Self-support Index. Furthermore, 
African American and American Indian participants receive a disproportionate number of 
financial penalties and more likely than other groups to lose MFIP benefits due to time limits. 

Focus group studies conducted with participants and welfare providers from several communities 
of color found evidence that participants in these communities have higher levels of employment 
barriers and are more likely to experience discrimination in the labor market. Minority MFIP 
recipients also described rude and demeaning treatment and asserted that job counselors withheld 
information and resources that could help them. 

Recommendations from these studies ranged from early and more intensive assessment of 
barriers to employment to decreased worker caseloads and improvements in the cultural 
competency and racial composition of welfare and employment services personnel. 
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SEVEN YEARS OF WELFARE REFORM - 
Weighing the Results 



I. Introduction 

In 1996, Congress approved sweeping federal policy changes to the safety net and job training 
system for poor families, particularly women and children. President Bill Clinton’s campaign 
promise to “end welfare as we know it” was fulfilled when a new policy, Temporary Aid to 
Needy Families (TANF), replaced the Aid to Families with Dependent Children (AFDC) 
program. With the passage of TANF, states now have more discretion in designing a welfare-to- 
work program, something that AFDC did not allow for. 

In 1997, after several years of an experimental pilot project, state lawmakers approved the 
Minnesota Family Investment Program (MFIP) as Minnesota’s welfare reform program. Since 
then, more than 50 reports and studies by an array of researchers have examined how successful 
Minnesota’s welfare-to-work program has been in helping parents find jobs and leave MFIP. 

The studies have explored questions such as who is working and how much they earn, who has 
trouble finding or keeping a job and why, and what strategies have shown promise in helping job 
seekers of varying skills and educational backgrounds. 

In 2003, more than a dozen researchers began meeting informally as the Welfare Reform 
Research and Evaluation Roundtable to share research findings and ideas for future projects 
related to Minnesota’s welfare-to-work efforts. A main priority of the group was to review the 
existing studies and summarize the key findings so that policymakers, business leaders and the 
public can better understand the successes and challenges experienced in helping welfare parents 
support their families through work. With sponsorship from the University of Minnesota and 
funding from The Minneapolis Foundation, the group hired a writer to summarize the key 
research findings that have emerged in Minnesota. 

Eight years after Congress changed the federal welfare law and seven years after the Minnesota 
Legislature changed the state’s welfare law, the central question is: How well has MFIP worked? 

As one might expect for a large program involving tens of thousands of poor families throughout 
the state, the answer is complex. The studies make clear that welfare reform has taken hold in 
Minnesota: Job counselors, not financial eligibility workers, are the main contact for MFIP 
parents. Most families seeking help from MFIP leave welfare within 12-18 months, although 
many return for additional help in supporting their families through work. 

In general, across several settings and using diverse methodologies, the studies have found that: 

• MFIP has been most successful in helping parents who have more education, fewer and 
older children, access to reliable transportation and other strengths. 

• Although MFIP is helping many parents find work, the jobs tend to offer low wages, few 
benefits, little opportunity for wage growth and part-time hours. As a result, many working 
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families struggle to make ends meet and continue to rely on public programs for food 
support, health care, child care and other essentials. 

• MFIP has been least successful in helping parents who have significant mental and 
physical health impairments, learning disabilities or low IQ, or children with significant 
health impairments. 

• Native American and African American welfare families receive a disproportionate 
number of penalties and lose MFIP benefits due to time limits at higher rates than other 
racial groups. At the same time, MFIP is less successful in helping them find jobs and 
exiting MFIP than whites. 

This paper provides a brief overview of the changes in the federal welfare program as well as 
Minnesota’s efforts at welfare reform, presents ways that state policymakers measure “success” 
under MFIP, and discusses the research findings that stand out most strongly from a review of 
the studies. 



II. The 1996 Federal Welfare Reform Legislation 

Under the federal welfare reform legislation of 1996, TANF replaced 
the old welfare program known as Aid to Families with Dependent 
Children (AFDC). On every major point, the policies differ 
dramatically. Where AFDC guaranteed cash assistance to the poorest 
families with children under 18, TANF sets a 60-month lifetime limit 
on receiving federal cash assistance. Where AFDC often discouraged 
work, TANF insists on it. Where AFDC focused on financial 
eligibility, TANF requires active, ongoing efforts to find and retain 
jobs. While federal welfare payments to states increased as their 
AFDC cases rose, TANF provides block grants that do not change 
with the caseload. In short, the goal of TANF is to help parents attach 
quickly to the labor market by providing time-limited cash assistance 
and employment services to poor parents with children. 

Any discussion of welfare reform would be incomplete without 
acknowledging the robust economic conditions that co-existed with 
the passage of the new federal welfare program. TANF became law 
as the country enjoyed the longest and most sustained economic 
boom in American history, creating a need for workers. At the same 
time, other measures that reinforced the work incentives of welfare 
reform, including an expansion of the earned income tax credit, were 
put in place. 

In Minnesota, state business leaders and economists were documenting the severe labor shortage 
facing Minnesota over the coming decades, a trend that was occurring nationally as well. 1 The 



Highlights of TANF: 

1 . Most parents must 
work as soon as they are 
job ready or no later than 
two years after coming on 
assistance; states can 
require work much 
sooner, and many do - 
including Minnesota. 

2. Single parents are 
required to participate in 
work activities for at least 
30 hours per week. 

3. Failure to participate in 
work requirements can 
result in a reduction or 
termination of benefits. 

4. Federal cash assistance 
is limited to 60 months 
over a lifetime. 



1 Gary Cunningham and Steve Keefe, Help Wanted — More Opportunities Than People (Minneapolis: Citizens 
League Research Report, November 1998). Available at http://www.citizensleague.net/html/issues reports.html . 
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labor need was in low-wage jobs that offered little opportunity for advancement and wage 
growth." In the late 1990s, unemployment rates fell and TANF caseloads declined as low-skill 
workers found jobs in a robust economy, suggesting a strong relationship between welfare 
reform and the economy. 



III. Minnesota’s Early Efforts at Welfare Reform 

Even before TANF replaced AFDC, Minnesota had begun the work of welfare reform by 
crafting demonstration projects and receiving program waivers from the federal government to 
experiment with a different way of helping parents support their families through work. 

In 1994, Minnesota launched MFIP as a pilot project in seven counties. The MFIP pilot was a 
major welfare reform initiative aimed at encouraging work, alleviating poverty and reducing 
welfare dependency. Key elements of the pilot were to increase cash assistance for families and 
to allow for smaller caseloads so that county employment staff could work more closely with 
families seeking to find or keep a job. 

The pilot used control groups, with families randomly assigned to MFIP or to AFDC, and 
employed a national research firm to study how the two groups fared over time. For long-term, 
single parent welfare families, the MFIP pilot significantly increased employment, income and 
child well-being. Key outcomes from the pilot include: 

• substantial and enduring increases in employment and earnings for MFIP families 
compared to the AFDC group. In an average quarter, half of MFIP parents worked 
compared to 37 percent of AFDC parents 

• higher earnings. MFIP parents’ earnings were 23 percent higher on average and were 
more likely to rise above the poverty line 

• more uninterrupted health coverage 

• increased marriage among MFIP parents 

• reductions in mothers’ risk of depression and reported incidence of domestic abuse 

• higher well-being of young school-aged children, who showed less problem behavior and 
better performance in school 

• longer stays on welfare. Because the MFIP pilot was designed to provide some cash 
assistance until families’ earnings lifted them to 140 percent of the federal poverty level, 
average welfare stays were longer than for families on AFDC. 

With the passage of TANF, states received a great deal of discretion in designing a welfare-to- 
work program without having to request waivers. In 1997, Minnesota lawmakers expanded the 
MFIP pilot project into a statewide program. Fawmakers made some changes to MFIP when it 
was enacted statewide (staff caseloads were generally higher and cash assistance now ends when 
family income reaches 115 percent of the federal poverty guideline). Yet the program retained 
the core goals of the pilot project: expecting and rewarding work. 



2 Annette Bernhardt, Martina Morris, Mark Handcock and Marc Scott, Divergent paths: Economic Mobility in the 
New American Labor Market (New York: Russell Sage Foundation, 2001). 

3 Virginia Knox, Cynthia Miller and Lisa A. Gennetian, Reform ing Welfare and Rewarding Work: A Summary of the 
Final Report on the Minnesota Family Investment Program (New York: MDRC, September 2000), pp. 10-21. 
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In both the pilot and statewide versions, MFIP attempts to achieve these goals by transforming 
the welfare system into one focused on moving recipients to work. From the beginning, the key 
features of MFIP have been (i) financial incentives to encourage work, (ii) mandatory 
participation in employment-focused services and (iii) financial penalties (in the form of reduced 
cash assistance) for non-compliance. A 60-month time limit on TANF cash assistance also 
makes clear that MFIP is a temporary program aimed at helping families replace welfare with 
wages. 



IV. Measuring MFIP success 

Underlying all the findings from the studies reviewed for this report is a debate about what 
constitutes success in welfare reform. Is the main goal a reduction in caseload, moving welfare 
recipients into the workforce, or moving them out of poverty? The explicit goals of MFIP touch 
on all three of these issues. As stated in the MFIP Employment Services training manual issued 
by the state, MFIP has three goals: 

1. To encourage and enable all fa mi lies to find employment; 

2. To help families increase their income and move out of poverty; and 

3. To prevent long-term dependence on welfare as a primary source of family income. 

Program evaluators use a variety of tools to examine if a program is successful. The most 
rigorous evaluations are modeled after scientific experiments. Participants are randomly 
assigned to either a treatment or a control group and the results from each group of participants 
are compared. This was the style of evaluation conducted when MFIP was piloted during the 
mid-1990s, as described above. 

However, when MFIP became Minnesota’s statewide program, the experiment was over. It was 
no longer possible to separate out a treatment group or to draw conclusions about the program’s 
effectiveness as compared with its predecessor, AFDC. Given this constraint, the studies 
reviewed for this report tend to focus on the program’s “outcomes” and “processes” to answer 
pragmatic questions such as: 

• Is the program meeting its goals of helping parents find work? 

• Are some participants faring better than others, and if so, why? 

• Which parts of the program work well and which need improvement? 

The Minnesota Department of Human Services (DHS) publishes several performance measures 
for the program that are important for answering the first of these questions. An outcome 
measure known as the Self-support Index tracks participants over time and counts them as 
successful if they are working 30 or more hours per week or are no longer receiving cash 
assistance. As shown in this line chart, over half of MFIP recipients are successful on this 
measure by one year, and 70 percent are successful three years later. 
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Self-support Index for MFIP Recipients 
January - March 1999 cohort 

80 % 

70 % 

60 % 

50 % 

40 % 

30 % 

20 % 

10 % 

0 % 

One year index Two year index Three year index 

Participants are defined as self supporting if they were working 30 or more hours perweek or had left the cash portion of 
MFIP during the follow-up quarter, MFIP Recipients are defined as participants who had been on MFIP prior to the baseline 
quarter of the measure. There were 45,806 Recipients included in this measure, 



Source: Minnesota Department of Human Services administrative data 

But this type of performance measure only tells part of the story. Every family that leaves MFIP 
- even if the adult isn’t working and the family is living in poverty - counts as a success in this 
index. To measure MFIP’s effect more precisely, a longitudinal follow-up study, tracking the 
same families over several years, was conducted to gather information about how specific 
participants progressed, even after they left the program. Sources of administrative data, such as 
welfare system records, were reviewed for information about recipient characteristics and 
program use. The longitudinal study also used systematic interviewing methods to gather in- 
depth information from participants and employment service providers about their experiences 
with the program. 

In the sections that follow, “success” in MFIP is defined by the program’s goals — obtaining 
employment, increasing income, and leaving welfare. The studies make clear, however, that 
MFIP operates within a larger context that includes labor market realities, other government 
programs, and private interests. 




V. FINDING 1: MFIP has been most successful in helping suburban or rural parents who 
have more education, older children, better access to reliable transportation, and other 
strengths. 

To analyze the key traits that help one leave MFIP for work, researchers have conducted 
follow-up studies to identify the most successful families in the program and measure the 
demographic characteristics, barriers and service experiences faced by these different groups of 
MFIP users. For whom has MFIP worked best? Not surprisingly, the fewer barriers (i.e., 
adverse circumstances or conditions that limit one’s ability to find and maintain employment) 
one faces, the easier it is to find work and earn enough money to leave welfare. 
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